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Enforcement 
33-5458 Foreign Restricted List 
James G. Allan & Sons of Edin- 
burgh, Scotland have been placed 
on the list. 

Jama Productions, Inc., et al. 
An order, by default, against 
Jama and Jackie Mason perma- 
nently enjoining Jama and Mason 
from violations of the prospectus 
requirements of the Securities 
Act, and further permanently en- 
joining them from the anti-fraud 
provisions of the Federal securities 
laws. Rescission ordered. 

J. William Oldenburg, et al. 
J. William Oldenburg and Morton 
K. Whittaker, permanently en- 
joined upon consent from further 
violations of the registration 
and anti-fraud provisions of the 
Securities Act and Exchanye Act 
in W-O Associates case. 

Matre, Inc., et al. 
Consent order permanently enjoin- 
ing Matre, Inc., Joseph T. Cocomise 
and Suzanne B. O’Connell from 
further violations of the reyistra- 
tion and anti-fraud provisions in 
connection with the offer and 
sale of common stock of Matre. 

Dynamic Industries, Inc., et al. 
Ralph J. Collidge, Jr., Norman 
R. Westerdale, Edgar L. Thomas, 
Jr., Kenneth E. Franklin and 
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K. Robert Crowe are enjoined 
from further violations of the 
registration requirements of the 
Securities Act and the anti-fraud 
provisions of the Securities Act 
and Exchange Act. 

New Life Trust, Inc., et al. 
A final judgment of permanent 
injunction entered against Rufus 
G. Helm and New Life Trust, Inc. 
enjoining each from further vio- 
lations of the registration and anti- 
fraud provisions of the Securities 
Act and certain of the anti-fraud 
provisions of the Exchange Act. 

Jack Aldridge, James J. Perrault and 

Samuel P. Good, Jr. 
Jack Aldridge sentenced to one year 
imprisonment on each of four 
counts of securities fraud, the 
sentences to run consecutively. 
Sale of American National Trust of 
Indianapolis securities involved. 

Glen-Arden Commodities, Inc., 

et al. 
An order of preliminary injunc- 
tion issued based upon their sales 
of securities in the form of scotch 
whisky warehouse receipts or 
investment interests in scotch 
whisky which the court found to 
be in violation of the registration 
requirements and anti-fraud pro- 
visions of the Securities Act and 
Exchange Act. 


Tanenhaus & Company, Inc., et al. 
Failure to comply with record- 
keeping requirements - acceptance 
of securities despite inability to 
make payment - NASD sanctions 
sustained. 


Rule 22d-2, Adopted 
This rule will allow reinvestment 
within 30 days following redemp- 
tion in shares of a registered invest- 
ment company at prices which re- 
flect the elimination of sales load 
under certain enumerated circum- 
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stances. 

Rule O-5 
Procedure upon issuance of a 
Notice - possibility of hearings - 
early filing suggested. 

Variable Life Hearings 
Extension of time granted for sub- 
mitting comments on proposed 
Rules 3c-4 and 202-1. 


1C-8236 


1C-8244 
1A-402 
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SECURITIES ACT OF 1933 
Release No. 5458/February 20, 1974 


FOREIGN RESTRICTED LIST 


James G. Allan and Sons, Edinburgh, Scotland, has been 
engaging in an extensive campaign by newspaper advertise- 
ments and by mail to solicit investors in the United States 
to purchase investment contracts involving casks of newly- 
distilled Scotch whiskey in storage in warehouses in Scot- 
land, for the investor to own until the whiskey ages and 
becomes more valuable. 


When a prospective investor responds to an advertisement, 
he receives a sales letter telling of the claimed advantages 
of making this investment. One letter represented that it 
“is most certainly one of the safest and soundest invest- 
ments in the world;” promised a "30-34% return per 
annum;” and offered to look after each client’s whiskey 
investment and “screen” it regularly to determine when 

a high point in price is reached so the investor can be in- 
formed by air-mail. One letter offered new Scotch malt 
whiskey at $3.82 per gallon in quantities ranginy from 4 
hogsheads for $925.00 to 10 hogsheads for $2,299. An- 
other sales letter offered new Scotch grain whiskey in 
storage in Scotland to investors for $2.32 per gallon. These 
solicitations represent that, after the whiskey in storaye 
becomes aged, the investor can (1) order it sold to blenders 
and bottlers in Scotlant at the market price then existing; 
or (2) exchange it for a larger number of gallons of new 
whiskey in storage in Scotland; or (3) exchange it for an 
equal number of gallons of new whiskey and receive in cash 
the difference between the value of the aged whiskey and 
the new whiskey. Since no registration statement has been 
filed or become effective covering the securities being 
offered by James G. Allan and Sons, the Commission has 
no information in its files as to whether or not any of the 
foregoing representations are true. 


The activities being conducted by James G. Allan and 
Sons are similar to those that Federal Courts recently have 
decided constitute the offer and sale of investment contracts 
that are securities as defined in Section 2(1) of the Securi- 
ties Act of 1933. These decisions are Securities and Ex- 
change Commission vs. M.A. Lundy Associates 362 F. Supp. 
226 (R.1., 1973), and Securities and Exchange Commission 
vs. Haffenden-Rimar International, Inc. 362 F. Supp. 323 
(E.D. Va. 1973). It would appear, thereforg, that these 
offers constitute violations of Section 5 of the Securities 
Act of 1933. Accordingly, the Commission has placed 
James G. Allan and Sons of Edinburgh, Scotland, on the 
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Foreign Restricted List, which is a list of foreign cor- 
porations and other foreign business enterprises engaged 
in offering securities in the United States in violation of 
the registration requirements of the Securities Act of 1933 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10646/February 15, 1974 


Admin. Proc. File No. 3-4227 
In the Matter of 


STUART PODELL 
865 N. Norman Place 
Bel Air, California 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Securities Exchange Act, 
Stuart Podell has filed a stipulation and consent. Solely for 
purposes of this proceeding and any other proceeding pur- 
suant to Sections 15(b), 15A and 19(a) (3) of the Exchange 
Act, Section 10(b) of the Securities Investor Protection Act 
Sections 203(e) and 203(f) of the Investment Advisers Act, 
and Section 9(b) of the Investment Company Act, and 
without admitting or denying the allegations in the order for 
proceedings, respondent consents to findings of willful vio- 
lations of the statutory provisions he is charged with having 
violated, and to entry of an order barring him from associa- 
tion with a registered broker-dealer, investment adviser, 
investment company or an affiliate thereof. 


The order for proceedings charges that, during the period 
from about September 1970 to March 1973, Podell unlaw- 
fully sold unregistered common stock of Contemporary 
Environments, Inc. and, in the offer and sale of that stock, 
made material misstatements to customers. On the basis of 
Podell’s consent, it is found that Podell willfully violated 
Sections 5(a), 5(c) and 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under. 1/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanction to which respondent has consented. 


Accordingly, 1T IS ORDERED that Stuart Podell be, and he 
hereby is, barred from being associated with any registered 
broker-dealer, investment adviser, investment company or an 
affiliate thereof. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ These findings are binding solely upon Podell. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10647/February 15, 1974 


Admin. Proc. File No. 3-4046 


In the Matter of the Application of 


TANENHAUS & COMPANY, INC. 
139 Main Street 
Orange, New Jersey 


IVOR TANENHAUS 
For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION - REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Failure to Comply with Recordkeeping Requirements 
Acceptance of Securities Despite Inability to Make Payment 


In proceedings for review of disciplinary action by regis- 
tered securities association, association's findings that 
member and its president, in violation of associazion’s rules 
of fair practice, failed to keep accurate and current certain 
books and records, and accepted delivery of securities 

from other broker-dealers despite inability to pay for them, 
and sanctions imposed by association includiny expulsion of 
member and bar of president from association with any 
member in principal or supervisory capacity, sustained. 


APPEARANCES; 
Joseph B. Corpina, of Schneider & Baratta, for applicants. 


John F. Mylod, Jr., for the National Association of Securi- 
ties Dealers, Inc. 


These are applications pursuant to Section 15A(g) of the 
Securities Exchange Act by Tanenhaus & Company, Inc., 
amember of the National Association of Securities Dealers, 
Inc. ("NASD"), and Ivor Tanenhaus, the member's presi- 
dent, for review of disciplinary action taken against them by 
the NASD. 


The NASD found that the member, acting through 
Tanenhaus and its treasurer, failed to comply with the 
recordkeeping requirements of our Rule 17a-3 under the 
Exchange Act and thereby violated Article II|, Sections 1 
and 21(a) of the NASD’s Rules of Fair Practice. 1/ It found 
that Tanenhaus and the treasurer thereby violated Section 1 
2/ In addition, the NASD found that applicants violated 
Article III's Sections 1 and 18, 3/ in that the member, in 
connection with four transactions, accepted delivery of 
securities from other broker-dealers upon an implied repre- 
sentation that it was in a position to consummate such 
transactions when in fact, by reason of its financial condi 





tion, it did not make payment and delivered the securities 

to other broker-dealers from whom it received payment. 

The NASD expelled the member, permanently barred Tanen- 
haus from association as a principal or in any supervisory 
Capacity with any member of the NASD and suspended his 
registration for 30 days, censured both applicants, and 
assessed costs. 


Recordkeeping Violations 


The NASD found that as of January 26, 1970, the member's 
securities position record had not been posted since December 
15, 1969, and that on the last posting date, there were 
numerous discrepancies between that record and subsidiary 
records such as customer ledger accounts, fail records, and 
trading accounts. Applicants admit these violations of the 
recordkeeping requirements. 


Nonpayment for Securities 


The facts underlying the NASD’s fraud findings are sub- 
stantially undisputed. On January 16, 1970, the member 
bought 700 shares of stock of Sanders Career Schools from 
two other broker-dealers for $9,625. Settlement date was 
January 23. On January 30, the shares were delivered to 
the member, apparently by mail. On the same day it 
delivered 700 shares of Sanders stock to other broker- 
dealers. The certificates delivered included at least 600 of 
the shares received by the member that day. 4/ By Feb- 
ruary 5, the broker-dealers which bought the 600 shares 
had made payment for them to the member, in the amount 
of $8,575. However, the member did not pay the selling 
broker-dealers on January 30, when it received delivery, nor 
on February 5. Payment was not made until March 16, and 
then only after the seller of 600 shares had brought suit. 


So much is undisputed. 5/ The critical issue, on which the 
parties are in disagreement, is whether the member’s failure 
to make prompt payment for the securities following 
delivery was due to financial inability to pay for them. It is 
well established that “the conduct of a securities business 
involves implied representations of solvency and a readiness 
and ability to meet all attendant obligations as they arise 
and to consummate transactions in the usual manner in 
accordance with trade custom.” 6/ In light of that principle, 
the NASD could properly find that if the member was un- 
able to.meet its obligations at the time the shares were 
delivered, its acceptance and redelivery or retention of the 
shares constituted a fraudulent course of conduct. 


At the initial NASD hearings applicants offered no expla- 
nation for the member’s failure to make prompt payment 
for the Sanders Shares. At a subsequent hearing on appeal 
to the Association’s Board of Governors, applicants’ counsel 
testified, presumably on the basis of information supplied 
by Tanenhaus, that nonpayment was inadvertent and was 
attributable to back office problems with which the 
member was then struggling. He further testified, however, 
that on February 3 or 4 Tanenhaus became aware that 
"this. stock was in the house.” At that time, Tanenhaus, 
being apprehensive that the member would not receive 
payment which was already overdue on a large transaction 
(the Eldridge transaction described below), called firms 
with whom the member had executed trades to ask if 
they would agree to take back the stock or would “still 
want to be paid, in view of any pending problems.” Ac- 
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January, an NASD examiner determined that the memb« 


vad a net capital deficiency of more than $105,000 as 


December 31 1969. On January 28, twe Gays beTore 
accepted delivery of the Sanders shares, the member 

1 letter to the NASD nfirmed an agreement with the 
Association to ceasé 1g a securities business, except f 
iiquidating long and short positions and receiving an¢ 
elivering against p ent ten The 
ferred t ndin the X t 

ut of com ance with capital re J ents not only 
December 31, 1969, but also as of January 23, 1970. 
Under the letter’s is, Tanenhz eed to raise an 
additional $35,000 in capital to be subordinated to the 
slaims of creditors, and not to resum usiness until! the 
member had adequate capital and was in compliance wit! 


applicable rules. As noted, such resumption was not 


In May 1970, the member filed a petition for an arrangemeée 


with creditors under Chapter XI of the Bankruptcy Act. 


Applicants claim that as of January 30 the member had 
available more than sufficient funds to pay the amounts 
due on the Sanders shares. Even if that was the case, 

however, its obligation to pay those amounts cannot be 
viewed in isolation from the member's overall financial 
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4/ The parties disagree -- and the record is not clear -- as 
to whether the remaining 100-share certificate received by 
the member on January 30 was delivered out. As we read 
the NASD’s decision, however, this factor does not go to 


the gravamen of its conclusions. 


5/ The NASD concedes in its brief that there were three 
transactions -- not four as stated in its findings -- which 
were not consummated by prompt payment. 


6/ Ferris & Co., 39 S.E.C. 116, 119 (1959). See also the 
other cases cited there. The Ferris case, like this one, 


involved transactions with other broker-dealers. 


7/ Those efforts included 


Bahamas in an 


sending two employees to the 
attempt to collect from Eldridge. 


8/ We find no merit in applicants’ contention that we 
must set aside the NASD’s fraud findings because it 

found that the violations occurred during the period from 
December 31, 1969 to January 28, 1970, when in fact 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10648/February 19, 1974 


Admin. Proc. File No. 3-4429 


LASSISE & COMPANY, INC 
7316 Wisconsin Avenue 

Bet nhesda laryland 

(816550) 

JOHN G. LASSISE 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC 





TIONS 
ceedings pursuant to Section 15(b), 15A 
of the Securities Exchange Act, an offer of 
submitted by Lassise & Company, Inc. ("re 
'), a registered broker-dealer, and John G. Lass 


registrant’s president. Solely for the purpose of these 


proceedings and without admitting or denying the al- 
legations in the order for proceedings, respondents agreed 
to a finding that registrant willfully violated Section 17(a) 
of the Securities Exchange Act and Rule 17a-3 thereunder 
and that Lassise willfully aided and abetted such violation 
as alleged in the order for proceedings and to the entry of 
an order imposing certain remedial sanctions against them 


Upon the recommendation of its staff, the Commission 
determined to accept the settlement offer. 


On the basis of the order for proceedings and the settlemer 
offer, it is found that during the period from about Sep 
tember 1971 to about November 1971, registrant w 
violated, and Lassise willfully aided and abetted viol 

of, Section 17(a) of the Securities Exchange Act and Rule 
17a-3 tt inder in that registrant made false entries in 
certain of its books and records to conceal payments receive 
as compensation from stock promoters. 


The offer of settlement provides for the revocation of the 
registrant's registration as a broker or dealer. It also pro 
vides that Lassise may be barred from being associated 
with any broker or dealer, any investment company and 
any investment adviser, provided that after a period of one 
year Lassise may apply to the Commission for re-entry 
into the securities business in a non-supervisory position 
upon a showirg that he will be adequately supervised. 


In light of the foregoing, it is in the — interest to 
impose the sanctions consented to in the ¢ 


ment. 


ffer of settle 


Accordingly, IT 1S ORDERED that th 


Lassise & Compa ny, | iC. aS a DF ie } ] e, ana 

t hereby is, revoked; and that doh cg be, and 

he hereby is, barred from being associated with any broke 
r ce ly investment company and any stment 


ad\ provided that after a period of one year he may 
apply to the Commission for re-entry into the securities 
business in a non-supervisory position upon a showing of 


appropriate supervision. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHAI 
Release No. 10649/Feb: 


\CT OF 1934 
20, 1974 
The Securities and Exchange Commission announced, pur 
suant to Sections, 19(a) (4) and 15(c) (5) of the Securities 
Exchange Act 1934 ("Exchange Act”), tl 
suspension of exchange and over-the-cou 


temporary 
trading in the 


securities of Granby Mining Co. Ltd., of Vancouver, B. C. 
for a ten-day period con 2ncing at 10:00 a.m. (EDT) on 
February 20, 1974 and continuing thr th March 1, 1974 


The Commission initiated the trading suspension at the re- 
quest of Granby pending an announcement by Zapata Cort 
| y | 5 y 

' 


Granby’s principal stockholder regarding a possible tender 
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offer for the shares of Granby. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the Company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. !f any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement, in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 

such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10650/February 20, 1974 


Admin. Proc. File No. 3-4285 
In the Matter of 


THORNTON D. MORRIS & CO. 
408 Kearns Building 

Salt Lake City, Utah 

(812180) 


THORNTON D. MORRIS 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b) and 15A of 
the Securities Exchange Act, Thornton D. Morris & Co., a 
registered broker-dealer (“registrant”), and Thornton D. 
Morris, its managing partner, have submitted an offer of 
settlement. Solely for the purpose of these proceedings 
and any other proceedings pursuant to Section 15(b) and 
1°A of the Exchange Act and Section 203(e) of the Invest- 
ment Advisers Act of 1940, and without admitting or 
denying the allegations in the order for proceedings, re- 
spondents consent to findings of violations as alleged in that 
order and to the imposition of certain remedial sanctions. 


Upon the recommendation of its staff, the Commission 
determined to accept the offer of settlement. On the basis 
of the order for ~roceedings and the offer of settlement, it 
is found that for the years 1970, 1971 and 1972 registrant, 
willfully aided and abetted by Morris, willfully violated 
Section 17(a) of the Exchange Act and Rule 17a-5 there- 
under in that it failed to file with the Commission a report 
of its financial condition for each of those years within the 
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time required. 


The settlement offer provides that respondents may be 
suspended from engaging in a securities business for a period 
of 20 days, provided, however, that registrant may have 
transactions during this period in exempted securities. 


In addition, respondents agreed that for a period of three 
months from the date of this order, they would limit 
their securities transactions to the purchase and sale of 
municipal bonds and other exempted securities; that 

they would perfect an organizational program according 
to the rules of the Commission so as to prevent a repetition 
of the above violations; and that an independent audit 
would be commenced immediately. 


In support of the offer of settlement Morris represented, 
among other things, that he had been in the securities busi- 
ness over a period of 40 years with very few problems with 
the Commission; and that deaths in his family and the illness 
of the office manager and partner who was instrumental in 
obtaining the information for the reports all created a state 
of disorganization. 


In view of the foregoing, it is in the public interest to im- 
pose the specified sanctions. 


Accordingly, 1T IS ORDERED, subject to the undertaking 
described above, that Thornton D. Morris & Co. and Thom- 
ton D. Morris be, and they hereby are, suspended from en- 
gaging in a securities business for a period of 20 days com- 
mencing with February 25, 1974, provided, however, that 
Thornton D. Morris & Co. may, during said period have 
transactions in exempted securities. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10651/February 21, 1974 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act of 
1934 ("Exchange Act ”) the temporary suspension of over- 
the-counter trading for a ten-day period commencing at 
2:00 P.M. (EDT) on February 21, 1974 and terminating at 
midnight (EDT) on March 2, 1974 of the securities of the 
following issuers which have failed to file with the Com- 
mission the indicated reports: 


GAMMA PROCESS CO. INC., located in Ballston Spa, New 
York (10-K Annual Report for the year ended 1/31/73; 
10-O Quarterly Reports for the quarters ended 4/30/73, 
7/31/73 and 10/31/73); 


HARVEST MARKETS INC., located in Buffalo, New 
York (10-Q Quarterly Reports for quarters ended 9/30/73 
and 12/31/73; 


LAMP FASHION INC., located in Bronx, New York (10-K 
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Annual Report for the year ended 10/31/73); 


MANATI INDUSTRIES INC., located in New York, New 
York (10K Annual Report for the year ended 10/31/73). 


The Commission initiated the subject suspensions because 

the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 4 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
wailable information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 

said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 

what is required by Rule 15c2-11,; he should refrain from 
entering quotations relating to the securities in question until 
such time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10652/February 22, 1974 


Admin. Proc. File No. 3-4339 
In the Matter of 


FIRST HUDSON SECURITIES CORP. 
41 State Street 

Albany, New York 

(815614) 


MICHAEL J. HARTE 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings pursuant to Sections 15 
(b) and 15A of the Securities Exchange Act, First Hudson 
Securities Corporation, a registered broker-dealer (“regis- 
trant”), failed to file an answer as directed by the order for 
proceedings. Under Rule 7(e) of the Commission’s Rules of 
Practice, registrant is deemed to be in default and the 
proceedings may be terminated against it upon consideration 
of the order for proceedings, the allegations of which may 
be deemed to be true as to it. Michael J. Harte, president 
and a director of registrant, has submitted an offer of settle- 
ment solely for the settlement of these proceedings and 
without admitting or denying the allegations in the order 

for proceedings, in which he consents to findings of mis- 





conduct as alleged in that order and to the entry of an order 
barring him from association with a broker, dealer or invest- 
ment adviser provided, however, that after one year from the 
date of this order he may apply to become associated with a 
broker or dealer in a non-supervisory non-proprietary capa- 
city upon a showing or adequate supervision. 


Upon the recommendation of its staff, the Commission 
determined to accept the offer of Harte. 


On the basis of the allegations of the order for proceedings, 
it is found that registrant willfully violated, and on the basis 
of such allegations and Harte’s consent it is found that Harte 
willfully aided and abetted violations of the following sec- 
tions of the Exchange Act and rules thereunder: 


1. Section 17(a) and Rules 17a-3, 17a-4 and 17a-11 there- 
under, in that during the period from about November 30, 
1972 to March 1, 1973, registrant failed to make accurately, 
keep current and preserve certain of its books and records, 
to give telegraphic notice to the Commission of said failure, 
and to file a report stating what steps were being taken to 
correct the situation. 


2. Section 15(b) and Rule 15b3-1 in that during the period 
from about March 1972 and July 31, 1973, registrant failed 
to file an amendment to its broker-dealer registration form 
as required reflecting changes in officers, directors and share- 
holders of registrant. 


3. Section 17(a) and Rule 17a-5 in that registrant failed to 
file a report of its financial condition duly certified con- 
taining the information required for the calendar year 1972 
within the time required. 


In view of the foregoing, it is in the public interest to revoke 
the registrant’s broker-dealer registration and to impose the 
sanction specified in Harte’s offer of settlement. 


Accordingly, 1T IS ORDERED that the registration as a 
broker and dealer of First Hucson Securities Corp., be, and 
it hereby is, revoked, and that Michael J. Harte, be and he 
hereby is, barred from being associated with any broker, 
dealer or investment adviser, provided that after one year 
from the date of this order, he may apply to the Commission 
to become associated with a broker or dealer in a non- 
supervisory non-proprietary capacity upon a showing of 
adequate supervision. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10653/February 22, 1974 


Admin. Proc. File No. 3-3490 
In the Matter of 


STEVEN TELSEY 
SEC DOCKET/571 


140 Harbor View South 
Lawrence, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


in these proceedings pursuant to Section 15(b) of the Securi- 
ties Exchange Act, Steven Telsey, who was a general part- 
ner of a registered broker-dealer located in New York City, 
solely for the purpose of these proceedings and without 
admitting or denying the allegations of the order for pro- 
ceedings, has consented to findings that he willfully aided 
and abetted certain violations of the Exchange Act and 
Rules thereunder, and to entry of an order barring him 

from association with any broker, dealer, registered invest- 
ment adviser, or registered investment company. 


On the basis of the order for proceedings and the consent, 
it is found that during the period from about October 30, 
1970, to about January 7, 1972, respondent willfully aided 
and abetted violations of: 


1. Sections 8(c), 10(b) and 15(c) (2) of the Exchange Act 
and Rules 8c-1, 10b-5 and 15c2-1 thereunder, in that securi- 
ties carried for the accounts of customers were hypothecated 
and subjected to the liens and claims of pledgees for sums 
exceeding the aggregate indebtedness of all customers re- 
specting securities carried on their accounts, such excess 
borrowing ranging from about $1,286,821 to about 
$3,525,000, and material facts concerning such hypothe- 
cations were not disclosed to customers and other broker- 
dealers. 


2. Sections 10(b) and 17(a) of the Exchange Act and Rules 
10b-5 and 1 7a-5 thereunder, in that filings were made of 
false and misleading financial reports (a) dated October 

30, 1970 reflecting deposits on said date of $125,000 to 
registrant's capital, which deposits were withdrawn on Nov- 
ember 2, 1970, and (b) dated July 31, 1971, reflecting a 
deposit of $43,000 on July 30, 1971, which deposit was 
withdrawn on August 2, 1971, and transfers of customers’ 
securities into registrant’s capital accounts as of the audit 
date, followed by their immediate sale with the proceeds 
being remitted to the customers. 


In light of the foregoing, it is in the public interest to 
impose the sanction consented to by respondent. 


Accordingly, 1T 1S ORDERED that Steven Telsey be, and 
he hereby is, barred from association with any broker, 
dealer, registered investment adviser or registered investment 
company. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18285/February 15, 1974 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
428 Travis Street 

P. O. Box 1106 

Shreveport, Louisiana 71156 

(70-5451) 


NOTICE OF PROPOSED AMENDMENTS TO RESTATED 
CERTIFICATION OF INCORPORATION, ISSUANCE 
AND SALE OF PREFERRED STOCK AND ORDER 
AUTHORIZING SOLICITATION OF PROXIES IN CON- 
NECTION THEREWI7H. 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power Company (“Southwestern”), an electric utility com- 
pany and a subsidiary of Central and South West Cor- 
poration, (“Central”) a registered holding company, has 
filed a declaration and amendments thereto with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”) designating Sections 6(a), 7, and 
12(f) of the Act and Rules 50, 62 and 65 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


Southwestern proposes to amend its Restated Certificate of 
Incorporation as amended in the following respects: (1) to 
increase the par value of each of the 7,000,000 authorized 
shares of its common stock from $14 per share to $18 per 
share, and (2) to increase the total authorized shares of 
Preferred Stock, par value $100 per share, from 290,000 
shares to 360,000 shares. Southwestern further proposes 
to solicit proxies from their respective preferred stock- 
holders in respect of the increase in authorized preferred 
stock at a special meeting of stockholders to be held on 
March 19, 1974 ard has filed proposed material in con- 
nection with such solicitation. Approvals for the proposals 
to increase authorization of Common Stock requires the 
affirmative vote of the holders of a majority of the out- 
standing shares of Common Stock. Approval of the pro- 
posed amendment to increase the authorized Preferred 
Stock requires the affirmative vote of the holders of a 
majority of the outstanding shares of Preferred Stock, 
voting separately as a class, and, in addition, the affirmative 
vote of the holders of a majority of the outstanding shares 
of Common Stock. If the required vote of the Preferred 
Stock should not be received by Southwestern, the amend- 
ment with respect to the Preferred Stock will not be adopted 
but the proposed amendment increasing the par value of the 
shares of Common Stock will be adopted and made effective 
upon receipt by Southwestern of the requisite vote of its 
sole Common stockholder, Central. 


if the proposed amendment with respect to Preferred Stock i 


adopted and made effective, Southwestern proposes to issue 
and sell, subject to the competitive bidding requirements of 
Rute 50 under the Act, 200,000 shares of ___% Preferred 
Stock, par value $100 per share, at not less than $100 per 
share nor more than $102.75 per share, with dividends to 
accrue thereon only from the date of issue. The annual 
dividend rate and the redemption premiums of the New Pre 
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ferred Stock, and the price to be paid, will be determined 
through competitive bidding. The terms of the issue pre- 
clude Southwestern from redeeming any such Preferred 
Stock prior to April 1, 1979, if such redemption is for the 
purpose of refunding such Preferred Stock with proceeds of 
funds borrowed at a lower effective interest cost. 


The net proceeds to be derived by Southwestern from the 
issue and sale of the New Preferred Stock, after deducting 
expenses of issue, will be used by Southwestern to pay out- 
standing short-term borrowings incurred to finance con- 
struction and to finance a portion of future construction 
expenditures. Short-term borrowings outstanding at: De- 
cember 31, 1973, amounted io $9,000,000 and it is esti 
mated that such borrowings will increase to approximately 
$14,000,000 at the time of issuance of the New Preferred 
Stock. The proposed construction expenditures of South- 
western for 1974 are presently estimated at about 
$44,251,000; for 1975, about $81,999,000. 


The fees and expenses to be paid by Southwestern in con- 
nection with the issue and sale of the New Preferred Stock 
are estimated to total $75,000, including legal fees of 
$22,800. The fees and expenses of counsel for the unde:- 
writers, to be paid by the successful bidders, are estimated 
not to exceed $11,500 and $1,250, respectively. It is stated 
that no state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 29, 1974, request in writing that 
ahearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con 
trovert; or he r | be notified if the Com- 
mission should order a hearing thereon. A such reque: 
should be addressed: Secretary, Securities and Exchang 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles from 
the point of mailing) upon the declarants at the above- 
stated addresses, and proof of service (by affidavit or, in 
case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the decla 





ration, as amended or as it may be further amended, may 
be permitted to become effective as provided in Rule 23 of 
the General Rules and Regulation promulgated under the 


Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


It appearing to the Commission that the declaration, inso- 
far as it proposes the solicitation of the consents of South- 
western’s preferred stockholders, should be permitted to 
become effective forthwith pursuant to Rule 62: 


IT1S ORDERED that the declaration regarding the pro- 
Posed solicitation of the consents of Southwestern’s pre- 
ferred stockholders be, and it hereby is, permitted to be- 
come effective forthwith pursuant to Rule 62 and subject 
to the terms and conditions prescribed in Rule 24 under the 








Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18286/February 15, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 27009 
(70-5443) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND CUMULATIVE 
PREFERRED STOCK AT COMPETITIVE BIDDING. 


Appalachian Power Company ("Appalachian”), an e- 
lectric utility subsidiary company of American Electric 
Power Company, Inc. (“AEP”) a registered holding com- 
pany, has filed an application and amendments thereto 
with this Commission pursuant to Section 6(b) of the 
Public Utility Company Act of 1935 (”Act”) and Rule 50 
promulgated thereunder regarding the following proposed 
transactions. 


Appalachian proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$50,000,000 principal amount of First Mortgage Bonds, to 
than 5 and not more than 30 years. 
vhich shall be a multiple of 1/8 of 1%) 
and the price to be paid to Appalachian for the Bonds 
(which shall be not less than 100% unless Appalachian shall 
authorize a lower percentage not less than 99%, and shall 
not exceed 102.75%) will be determined by competitive 
bidding. The terms of the Bonds preclude Appalachian 
from redeeming any such Bonds prior to March 1, 1979, if 
such redemption is for the purpose of refunding such 
Bonds with proceeds of funds borrowed at a lower 
etrective interest cost. 


e interest rate { 


Appalachian also proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, 200,000 shares of its Cumulative Preferred Stock, 
par value $100 per share. The dividend rate (which shall 
be a multiple of .04 of 1%) and the price to be paid to 
Appalachian (which shall be not less than $100 per share 
and shall not exceed $102.75 per share) will be determined 
by competitive biading. Prior to March 1, 1979, none of 
the shares of the Cumulative Preferred Stock may be re- 
deemed if such redemption is for the purpose of refunding 
such share, directly or indirectly, through the incurring of 
debt or the issuance of stock ranking equally with or prior 
to the Cumulative Preferred Stock at an interest or divid- 
end cost less than the total effective dividend cost to 
Appalachian of the Cumulative Preferred Stock. 


Neither the Bonds nor the Cumulative Preferred Stock will 
be issued and sold unless Appalachian shall have received 
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prior to such sale and subsequent to November 30, 1973, 
cash capital contributions from AEP which aggregate 
$15,000,000. The making of such capital contributions 
has been previously authorized on June 29, 1973 (Holding 
Company Act Release No. 18013). 


The proceeds realized from the sale of the Bonds and 
Cumulative Preferred Stock, together with the cash capital 
contributions to be made by AEP and with other funds 
which may become available to Appalachian, are preferred 
to be used to pay as it matures, or prepay as may then be 
appropriate or desirable, unsecured short-term indebtedness 
outstanding on the date of the sales of the Bonds and/or 
Cumulative Preferred Stock, in connection with Appa- 
lachian’s construction program, for working capital and to 
reimburse its treasury for money actually expended for 

such purposes. The presently estimated cost of Appa- 
lachian’s construction program for 1974 is approximately 
$115,000,000. At December 11, 1973, commercial paper in 
the amount of $19,000,000 and notes to banks in the 
amount of $18,298,000 were outstanding, and it is anti- 
cipated that at the time of the issuance and delivery of the 
Bonds and Cumulative Preferred Stock, an aggregate amount 
of commercial paper and notes to banks estimated at ap- 
proximately $70,000,000 will be outstanding. 


The fees and expenses to be paid by Appalachian in con- 
nection with the proposed transactions are estimated to be 
$145,950, including legal fees of $24,500 for the Bonds and 
$51,765, including legal fees of $14,500 for the Cumulative 
Preferred Stock. The State Corporation Commission ot 
Virginia and the Public Service Commission of Tennessee 
have authorized the proposed transactions. No other state 
commission and no federal commission, other than this 


Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18256), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rules 

24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18287/February 20, 1974 


In the Matter of 
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MISSISSIPP! POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5337) 


ORDER APPROVING POST-EFFECTIVE AMENDMENT 
REGARDING INCREASE IN AMOUNT OF AUTHORIZED 
SHORT-TERM BORROWINGS 


Mississippi Power & Light Company ("MP&L”), an electric 
utility subsidiary company of Middle South Utilities, Inc. 
(“MSU”), a registered holding company, has filed a post- 
effective amendment and amendment thereto to its pre- 
viously amended declaration with this Commission pur- 
suant to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50(a) (5) promul- 
gated thereunder regarding the following proposed trans- 
action. 


By Order dated June 1, 1973 (Holding Company Act Re- 
lease No. 17977), the Commission authorized MP&L to, 
among other things, issue and sell short-term securities in 
the form of promissory notes issued to banks and/or com- 
mercial paper issued to a dealer in commercial paper, in an 
aggregate principal amount not to exceed $32,000,000 
outstanding at any one time. MP&L now proposes to in- 
crease the aggregate principal amount of such short-term 
securities from $32,000,000 to $38,000,000, an amount of 
unsecured borrowing permissible under the provisions of 
MP&L’s Articles of Incorporation, based on a capitalization 
of $392,810,000 as of December 31, 1973. In all other re- 
spects the transactions heretofore authorized and described 
in the above-mentioned Commission Order remain un- 
changed. 


Bank borrowings would be from one or more of the 
following banks up to the maximum amounts listed: 


Deposit Guaranty National Bank, 


Jackson, Mississippi $ 3,000,000 
First National Bank of Jackson 

Mississippi 3,000,000 
First National City Bank, 

New York, New York 5,000,000 
Manufacturers Hanover Trust Co., 

New York, New York 6,000,000 

$17,000,000 


MP&L maintains average daily operating balances with each 
of the Mississippi banks from which borrowings are proposed 
to be made to meet the requirements of such banks in re- 
spect of their service to MP&L. It may reasonably be 
expected that the New York City Banks would require the 
maintenance of compensating balances of up to 15% in re- 
spect of any such borrowings. The effective interest cost 
of the related borrowings, based on a prime rate of 9.5% 
would be approximately 11.2% per annum. 


MP&L states that as of December 31, 1973, it had 
$15,000,000 of promissory notes outstanding. Con- 
struction expenditures for 1974 are estimated at 
$72,333,000 (exclusive of engineering and other expendi- 
tures for the Grand Gulf Nuclear Station, which MP&L is 
carrying forward pending the Commission’s decision in the 
formation and financing of Middle South Energy, Inc. 
("MSEI”), a subsidiary of MSU, File No. 70-5399). After 
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application of internal cash funds and $20,615,000 expected 
to be received from MSE! for the sale, at cost, of the Grand 
Gulf Project, MP&L estimates that $24,300,000 of addition- 
al financing would be required to carry forward the 1974 
program. 


MP&L states that the funds to be derived from the proposed 
issuance and sale of the short-term securities would be used 
for construction, for carrying forward the Grand Gulf Pro- 
ject and for other corporate purposes. As such securities 
mature, they would be repaid or renewed out of funds then 
available from MP&L’s operations, from the issuance and 
sale of similar securities or from permanent financing. 


The issue and sale of additional commercial paper is ex- 
cepted from the competitive bidding requirements of Rule 
50 pursuant to clause (a) (5) thereof because the commercial 
paper will have a maturity not in excess of 270 days, current 
rates for commercial paper for such prime borrowers as MP 
&L are published daily in financial publications and it is not 
practical to invite bids for commercial paper. 


No State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the amended declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 18261), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 

are satisfied and that no adverse findings are necessary ; and 
that it is appropriate in the public interest and in the inter- 
est of investors and consumers that said amended decla- 
ration, as further amended by said post-effective amend- 
ment, be permitted to become effective: 


IT1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said amended declaration, 
as further amended by said post-effective amendment, be, 
and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18288/February 19, 1974 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
AND ITS SUBSIDIARY COMPANIES 

30 Rockefeller Plaza 

Suite 4545 

New York, New York 10020 

(70-5460) 





NOTICE OF PROPOSED ACQUISITION BY REGISTERED 
HOLDING COMPANY OF COMMON STOCK OF, AND 
BANK BORROWINGS BY, NON-UTILITY SUBSIDIARY 
COMPANY TO FINANCE LEASE ACQUISITIONS; 
RELATED BANK BORROWINGS BY HOLDING COM- 
PANY; EXCEPTION FROM CONSOLIDATED TAX 
ALLOCATION PROVISIONS OF RULE 45(b) (6). 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company ("American Natural”), a registered holding com- 
pany, and its wholly-owned non-utility subsidiary com- 
pany, American Natural Gas Production Company ("Pro- 
duction Company”), together with American Natural’s 
other subsidiary companies, have filed with this Com- 
mission an application-declaration and an amendment 
thereto pursuant to the Public Utility Holding Company 
Act of 1935 ("Act”), designating Sections 6, 7, 9, 10, and 
12(f) of the Act and Rules 43, 45, and 50 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the amended application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


The American Natural System (“System”) is engaged, 
among other things, in a broad program to increase the 
System's natural gas reserves and, as part of that program, 
proposes to participate in off-shore lease sales scheduled 
for March and May, 1974, by the U.S. Bureau of Land 
Management ("Bureau”). More specifically, Production 
Company, which is the gas exploration and drilling sub 
sidiary of American Natural, intends to participate with 
several non-affiliated oil and gas producing companies 
("the participants”) in bidding for tracts in the Texas and 
Louisiana off-shore areas. In addition to bidding as a 
member of a group in these lease sales, Production Com- 
pany will also endeavor to acquire, within a period not ex- 
ceeding six months from the respective dates on which 
each bidding takes place, a working interest from other 
producers who may have acquired leases in these sales. In 
any event, Production Company’s costs in acquiring lease 
interests, whether by competitive bidding or by subsequent 
direct purchases from such other successful bidders, will 
aggregate not more than $100 million. 


As a participant in the group making bids in the off-shore 
Texas area, Production Company will pay 25% of any 
successful lease bids and receive 25% of the working inter- 
est therein. With respect to the off-share Louisiana area, 
Production Company intends to participate with other 
independent oil and gas companies in making joint bids 

for leases, but has not yet made any specific agreement to 
do so. Moreover, Production Company recognizes that if 

it joins an existing group in the off-shore Louisiana area 
which has already expended substantial sums for geological 
and geographical data, and interpretation of that data, it 
may be required to pay a slightly greater share of the lease 
acquisition cost than its share of the working interest in the 
leases so acquired. It is stated that bids accepted by the 
Bureau must be paid in full within 30 days after acceptance. 


It is further stated that Michigan Wisconsin Pipe Line Com- 
pany ("Michigan Wisconsin”), a wholly-owned interstate 
pipeline subsidiary of American Natural, expects to make 
advance payments to the participants covering the expenses 
relating to exploration, development and production of gas; 
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that these payments will be made in accordance with Fede 
al Power Commission rules; and that, in consideration for 
the advance payments, Michigan Wisconsin will have the 
right to purchase gas discovered by the producer to whom 
advance payments are made. 


To finance its aforesaid commitment of up to $100 Million 
Production Company proposes to issue and sell (a) its notes 
to banks in an amount not exceeding $40 million at any 
one time outstanding and (b) shares of its $100 par value 
Common Stock to American Natural in an aggregate pat 
amount up to $60 million. The amount of Common Stock 
thus sold to the parent company will at all times be equal to 
at least 150% of Production Company’s outstanding in 
debtedness to the banks. To accommodate the proposed 
sale of its Common Stock, Production Company propose: 

to amend its Certificate of Incorporation to increase its 
authorized Common Stock from 380,000 shares to 
755,000 shares. 


Production Company has obtained loan commitments from 
the following banks, all of Detroit, Michigan, in the 
maximum amount indicated for each: 


National Bank of Detroit $20,000,000 
Detroit Bank and Trust Company 8,000,000 


Manufacturers National Bank of 
Detroit 8,000,000 


Michigan National Bank of Detroit 4,000,000 


$40, 000, ),000 





The borrowings will be evidenced by un red notes which 
will mature three years after the date of the related credit 
agreerient, and which will bear interest at the annual rate 
of 1% above the prime rate in effect at the leading bank on 
the date of each borrowing and adjusted for changes in the 
prime rate. 





The notes may be prepaid at any time without | 
Production Company will pay a commitment fee of % of 
1% per annum on any unused portion of the commitment 
Production Company may reduce the amount of the 
commitment at any time. There will be no compensatin 
balance requirements. 


American Natural proposes to borrow from banks up to 
$60 million on its unsecured promissory notes. A state 
ment of the banks which will advance funds, and the re 
spective commitment made, will be supplied by amend 
ment. Notes will be issued pursuant to the lines of credit 
in varying amounts commencing March 15, 1974, and 
from time to time thereafter as funds are required, and the 
proceeds therefrom will be applied to the extent necessary 
to purchase the Common Stock of Production Company. 
The American Natural notes may be prepaid at any ‘ime 
without penalty, will be dated as of the date of issuance, 
and will mature no later than one year from the date of the 
first borrowing. The interest rate on the notes has not yet 
been determined, but American Natural expects that its 
effective interest cost will not exceed the then prevailing 
prime rate at the lending banks adjusted f for normally) 
required compensating balances. Definitive information 
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to the interest rate to be borne by the American Natural 
notes will be supplied as a part of said emendment. 


By Order dated June 5, 1973 (Holding Company Act Re- 


lease No. 17984), Production Company and American 
Natural were authorized to borrow funds from banks in an 
aggregate amount not exceeding $50 million to enable Pro- 


duction Company to participate with a group of non-af- 
filiated companies in competitive bidding for 129 tracts 
in the off-shore Texas area offered by the Department of 
Interior on June 19, 1973. As a result of that bidding, 


Production Company and its partners obtained one tract, 


for which Production Company's share of the cost amounted 


to $11,423,000. Production Company and American 
Natural accordingly cancelled the unused balance of the 
$50 million bank commitments. 


Said Order of June 5, 1973, also authorized American 
Natural and its subsi companies (including Production 
Company), pursuant to subparagraph (a) of Rule 45, to 
allocate the System’s consolidated Federal income taxes for 
the years 1972, 1973, and 1974 in a manner deviating in 
certain respects from that which is prescribed by Rule 45(b) 
(6). For reasons substantially similar in principle to those 
presented to the Commission in that proceeding, the appli- 
cants-declarants now request that the deviation heretofore 





authorized for the years 1972-1974 be extended to cover 
subsequent years through 1977. Both the earlier authori- 


zation and the requested extension involve the oper- 
ations of Production Company. 





The reasons for departing from the tax allocation prescrip- 
tion of R 45(b) (6) were set forth in some detail in said 
Order of June 5, 1973. i efly restated, those reasons are 





that Production Company’s programs for participation in 
bidding for off-shore oil oa! gas leases constitute a signi- 
ficant expansion its efforts to increase the System’s gas 
; that several years normally elapse before newly 
vered reserves can be developed and marketed; that 
during the development years a large portion of the related 
expenses give rise to net losses which are deducted for 
Federal income tax purposes in the consolidated returns 
and thus result in commensurate reductions of the con- 
solidated tax liability; that allocation of these tax savings to 
system companies other than Production Company under 
the provisions of Rule 45(b! (6) would adversely affect 
Production Company’s ability to finance its continued 
efforts to enlarge the System’s future gas supplies; and 
that allocation of the tax savings to Production Company 
under the deviation would provide it with funds necessary 
to service debt incurred under the lines of bank credit 
related to the off-shore bidding programs. 


reserves 


disc 
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As presently estimated, Production Company’s tax losses 
from oil and gas operations in 1973 and 1974 will amount 
to approximately $627,000 and $3,700,000, respectively, 
including $1,700,000 in 1974 from exploration and 
development of the off-shore Texas tract (Block A-368) 
acquired in the June, 1973 bidding. Additional tax reduc: 
tions of approximately $2,200,000 and $1,200,000 in 
respect of Block A-368 are presentiy anticipated for 1975 
and 1976, respectively. At current tax rates, the related 
tax benefits applicable to the years 1973 through 1976, 
which would inure to ee Company under the 
rity ace extended deviation from Rule 45(b) (6), would 
be $300 , 91,7 76,000, $1,056,000, and $576,000, 
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respectively. With respect to any productive offshore that he be notified if the Commission should order a hear- 
tracts that may be acquired in 1974 in the manner outlined _ing thereon. Any such request should be addressed: Secre- 


above, it is stated that under present and foreseeable condi- _ tary, Securities and Exchange Commission, Washington, D. 
tions the exploration and development of such tracts may C. 20549. Acopy of such request should be served personal- 
not be completed until 1977 or iater, and that the related ly or by mail (air mail if the person being served is located 


tax-deductible costs (spread over a three or four year period) more than 500 miles from the point of mailing) upon the 
can be anticipated to approximate 50% of the actual cost of applicants-declarants at the above-stated address, and proof 


the tracts. of service (by affidavit or, in case of an attorney-at-law, by 

¢ certificate) should be filed with the request. At any time 
Accordingly, applicants-declarants request that the author- after said date, the application-declaration, as amended, or 
ization heretofore granted to allocate consolidated income as it may be further amended, may be granted and permitted 
taxes for the years 1972, 1973, and 1974, in a manner to become effective as provided in Rule 23 of the General 
other than prescribed by Rule 45(b) (6), be extended Rules and Regulations promulgated under the Act, or the 
through the year 1977 by application of the previously Commission may grant exemption from such rules as pro- 


authorized procedure, to wit: 


vided in Ruies 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 


1. In any such taxable year, when the operations of Pro- a hearing or advice as to whether a hearing is ordered will 


duction Company result in a tax loss, then the con- 


receive notice of further developments in this matter, 


solidated Federal income tax to be allocated among the including the date of the hearing (if ordered) and any post- 


System companies would be based upon tha tax that 
would have resulted had Production Company been 


ponements thereof. 


excluded from the consolidated Federal income tax return. For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


2 The funds retained by virtue of the reduction in tax 
resulting from inclusion of Production Company’s tax loss George A. Fitzsimmons 
in the consolidated Federal income tax return would be Secretary 


paid to Production Company. 





3. In future years, when Production Company has taxable 
income, it may be entitled to tax credits as a result of the 
net operating loss carry-back and carry-over provisions of PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Section 172(b) of the Internai Revenue Code in order to Release No. 18289/February 22, 1974 
comply with the separate return limitations required by 

Rule 45(b) (6). To the extent that Production Company In the Matter of 

receives tax benefits pursuant to paragraphs 1 and 2 above, 

such benefits would be applied to reduce any credits in ALABAMA POWER COMPANY 

future years to which Production Company might other- Birmingham, Alabama 

wise be entitled under the separate return limitations of (70-5439) 


Rule 45(b) (6). 


ORDER RELEASING JURISDICTION 


4. Subject to paragraph 3, in no event will the tax allocated 

to any subsidiary company of American Natural exceed the By Order dated January 30, 1974, in this proceeding (Hold- 
amount of tax computed as if such subsidiary company ing Company Act Release No. 18269), Alabama Power Com- 
had always filed its tax returns on a separate return basis. pany ("“APCO”), an electric utility subsidiary company of 


The Southern Company, a registered holding company, was 


Under the “full-cost” accounting method adopted by Pro- authorized to enter into an installment sale agreement 
duction Company, its gas exploration and development costs (“Agreement”) with The Industrial Development Board of 
will be capitalized and subsequently amortized, i.e., charged the Town of Wilsonville, Alabama (”Board”), regarding 


to income on a unit of production basis as the gas or oil is certain pollution control facilities (“Project”) at APCO’s 
produced and sold. Production Company will defer on its Wilsonville generating station, which is currently under con- 
books any funds received pursuant to paragraphs 1 and 2 struction. APCO proposes to cover its cost of constructing 


above, and will charge the deferral as the capitalized explo- and installing the Project from the proceeds of the sale by 


ration and development costs are amortized. 


the Board of up to $23 million principal amount of its 
pollution control revenue bonds ("Pollution Bonds”). 


Itis stated that no State commission and no Federal com- 


mission, other than this Commission, has jurisdiction over In said Order of January 30, 1974, jurisdiction was reserved 
the proposed transactions. Fees and expenses to be incur- with respect to "(i) the semi-annual installment-payment 
red in connection with the proposed transactions are esti- obligations to be undertaken by APCO pursuant to the pro- 


mated at $6,500, including counsel fees of $3,500. 


posed Agreement with the Board, and (ii) the interest rate 
to be borne by APCO’s Collateral Bonds, insofar as the 


NOTICE IS FURTHER GIVEN that any interested person foregoing matters are affected by the effective interest rate 
may, not later than March 14, 1974, request in writing or rates of the Pollution Bonds to be sold by the Board in 


that a hearing be held on such matter, stating the nature of connection with the transactions proposed in this proceed- 
his interest, the reasons for such request, and the issues of ing.” 

fact or law raised by said application-declaration, as 

amended, which he desires to controvert; or he may request APCO has filed an amendment in this proceeding informing 
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the Commission that the Board has completed arrangements 
with a group of underwriters for the sale of its Pollution 
Bonds in the aggregate principal amount of $19.6 million 
and that said Bonds will bear an interest rate resulting in an 
effective cost of money to the Board of 6.07% per annum. 


Upon the basis of the facts in the record, amended as above 
indicated, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that the jurisdiction heretofore reserved be re- 
leased: 


IT IS ORDERED that the jurisdiction heretofore reserved 
be, and the same hereby is, released. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY AcT OF 1935 
Release No. 18290/February 22, 1974 


In the Matter of 


SOUTHERN ELECTRIC GENERATING COMPANY 
Birmingham, Alabama 


ALABAMA POWER COMPANY 
Birmingham, Alabama 
(70-5435) 


ORDER AUTHORIZING SUBSIDIARIES OF HOLDING 
COMPANY TO ENTER INTO AGREEMENT FOR JOINT 
OPERATION OF COMBINED FACILITIES 


Alabama Power Company (“APCO”), an elec itility 


subsidiary company of The Southern Company (“Southern”), 


a registered holding company, and Southern Electric Gene- 
rating Company (“SEGCO”), an electric utility subsidiary 
company of APCO and Georgia Power Company ("“GPCO”), 
also an electric utility subsidiary of Southern, have filed a 
joint application-declaration and an amendment thereto 
with this Commission, pursuant to Sections 9(a), 10, 12(b), 
and 12(f) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43, 45, 87(a) (3), 90 and 91 pro- 
mulgated thereunder regarding the following proposed 
transactions. 


SEGCO, whose common stock is owned 50% by APCO and 
50% by GPCO, presently owns and operates the Ernest C. 
Gaston Steam Plant (“SEGCO Plant”) near Wilsonville, Ala- 
bama, which plant has a combined steam electric and com- 
bustion turbine unit capacity of 1,019,680 kilowatts. The 
SEGCO Plant capacity is sold equally to APCO and GPCO 
pursuant to an agreement (“Contract”) dated January 27, 
1959. By order dated April 24, 1970, the Alabama Public 
Service Commission granted the petition of APCO to con- 


struct and install an additional steam electric unit of approxi- 


mately 880,000 kilowatt capacity (”"APCO Unit”) at the 
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existing SEGCO Plant site, such unit to be owned entirely 
by APCO. The amended appiication-declaration states that 
the APCO Unit, which is currently under construction, is 
expected to be operational in 1974. 


The amended application-declaration further states that the 
decision to place the APCO Unit adjacent to the SEGCO 
Plant was based upon the conclusion that many facilities 
available at the SEGCO Plant and facilities to be constructed 
for the APCO Unit could be used on a joint basis in order 
to achieve savings in the combined operation and mainten- 
ance of the plants to the mutual benefit of SEGCO and 
APCO. To achieve these savings, it is deemed necessary to 
identify and designate those facilities owned by APCO and 
those owned by SEGCO which are useful in the joint oper- 
ation of the units and to provide a method by which the 
fixed cost of owning, maintaining and operating such facil- 
ities may be allocated to APCO and SEGCO in accordance 
with their proportional usage thereof. To this end, the 
applicants-declarants seek authorization for an operating 
agreement (“Agreement”), heretofore entered into by and 
between them, which provides for a common work force, 
common materials and supplies and a common fuel coal 
pile. 


The principal, but not exclusive, features of the proposed 
Agreement are as follows: (1) APCO will serve as agent for 
SEGCO for the purpose of operating, maintaining and 
making additions to and retirements from the SEGCO 
Plant; (2) APCO will serve as agent for SEGCO in pro- 
curing materials and supplies (including fuel) for the 
SEGCO Plant, as well as in performing accounting, in- 
voicing and billing functions for SEGCO; (3) APCO will 
purchase the fuel coal, fuel oil, and other materials and 
equipment owned by SEGCO; (4) SEGCO will provide 
APCO with funds required for use as working capital; (5) 
SEGCO and APCO will identify and designate facilities 
used jointly and allocate costs and expenses incident to 
their use and maintenance; and (6) SEGCO will reimburse 
APCO for any liability incurred by APCO to its employees 
engaged in the operation and maintenance of the SEGCO 
Plant. 


It is stated that the agency functions APCO will perform 
on behalf of SEGCO pursuant to the Agreement will be 
billed at actual costs (as defined in an accounting manual 
prepared by APCO and SEGCO for this purpose). The 
aforementioned sale by SEGCO and APCO of its fuel coal 
will be at the value shown on SEGCO’s books (estimated 
at November 30, 1973, to be $7,500,000) at the time of the 
effectiveness of the Agreement. The purchase price of 
SEGCO’s fuel oil will similarly be its book value as of that 
date (estimated at November, 1973, to be $26,000). Other 
items of materials, supplies and equipment, all to be pur- 
chased by APCO at book or net book value, will cost an 
estimated $140,000. 


It is further represented that the obligations and benefits 
of GPCO under the Contract will not be directly affected 
by the proposed transaction. GPCO is not a party to the 
Agreement and will continue receiving its share of the capa 
city of the SEGCO Plant. 


Counsel for the applicants-declarants have supplied an 
opinion to the effect that no State commission and no 
Federal commission, other than this Commission, has juris 
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diction over the proposed transactions. The Commission 
adopts such opinion in all respects except as is hereafter 
provided with regard to jurisdiction of the Federal Power 
Commission. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18262), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act; 


PROVIDED THAT nothing herein shall affect the juris- 
diction of any other regulatory agency with respect to ac- 
counts and rates; 


AND PROVIDED FURTHER that within 30 days of this 
Order the agreements entitled "Operating Agreement,” 
“Manual of Accounting Procedures To Be Followed By 
Alabama As Agent For SEGCO Under Terms of Oper- 

ating Agreement dated October 9, 1973,” and “Initial 
Designation of Joint Use Facilities At The Ernest C. Gaston 
Steam Plant And the Methods of Determining A Monthly 
Facilities Charge To Apportion The Monthly Costs For The 
Particular Facilities Designated As Joint Use Facilities,” and 
the proposals included in this proceeding involving the pro- 
posed accounting and cost allocations shall be presented to 
the Federal Power Commission for its appropriate con- 
sideration. 


For the Commission, by the Division of Corporate Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8235/February 20, 1974 


ADOPTION OF RULE 22d-2 UNDER THE INVESTMENT 
COMPANY ACT OF 1940 (15 U.S.C. 80a-1 et seq.) TO 
ALLOW REINVESTMENT WITHIN 30 DAYS FOLLOW- 
ING REDEMPTION IN SHARES OF A REGISTERED 
INVESTMENT COMPANY AT PRICES WHICH REFLECT 
ELIMINATION OF THE SALES LOAD. (File No. $7-461) 





On December 8, 1972, the Securities and Exchange Com- 
mission published notice (Investment Company Act Re- 
lease No. 7555) that it had under consideration, pursuant 
to the authority granted the Commission by Sections 6(c), 
38(a), and 22(d) of the Investment Company Act of 1940 
(“Act”), the adoption of Rule 22d-2 under Section 22(d) of 
the Act to allow sales of redeemable shares of a registered 
investment company at prices which reflect the elimination 
of sales load under certain enumerated circumstances. 


The period for public comment on the Rule proposal having 
expired and the Commission having considered all the 
comments and suggestions received, the Commission has 
determined to adopt proposed Rule 22d-2, with certain 
modifications, in the form set forth below. Issuers electing 
to offer the reinvestment privilege permitted by the Rule 
are cautioned that no such offer should be made without 
appropriate disclosure in their prospectuses or supplements 
thereto filed pursuant to Rule 424(c) under the Securities 
Act of 1933. 


Section 6(c) of the Act provides that the Commission by 
rule, regulation, or order may exempt any person or trans- 
action or any class of persons or transactions from any pro- 
vision of the Act if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 
Section 38(a) of the Act authorizes the Commission to 
issue such rules as are necessary or appropriate to the exer- 
cise of the powers conferred upon the Commission in the 
Act. 


Section 22(d) of the Act prohibits a registered investment 
company, its principal underwriter, or a dealer from selling 
any redeemable security issued by such registered invest- 
ment company to any person except at a current public 
offering price described in the prospectus. Rule 22d-1 
thereunder was adopted to codify certain administrative 
interpretations of Section 22(d) and orders of exemption 
from its provisions pursuant to Section 6(c) of the Act 
which related to permissible variations in the sales load of 
redeemable securities. 1/ Rule 22d-2 is adopted for the 
same purpose. 


The Commission has previously granted applications for 
exemption from Section 22({d) of the Act and Rule 22d-1 
thereunder which ailowed shareholders who had redeemed 
shares of an investment company which normally charged a 
sales load a one-time privilege to reinvest at no load within 
15 days of redemption in that investment company’s 
shares in order to permit the rectification of mistaken re- 
demptions. 2/ Rule 22d-2 differs from applications 
granted previously, however, in that it will allow invest- 
ment companies to make this privilege available for as long 
as 30 days after redemption. The Commission believes that 
30 days may be a more appropriate maximum period of 
time than 15 in that it allows for processing and mailing 
delays and will also give shareholders additional time to 
determine whether redemption is the best means of satis- 
fying their financial needs. A longer period, however, 
might lead investors to redeem their investments for pur- 
poses of speculation or to obtain a tax loss with the inten- 
tion of reinvesting the proceeds after 30 days. 3/ 
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The Rule as proposed and as now adopted provides that 
sales personnel shall receive no compensation of any kind 
based on the reinvestment. This provision is designed to 
ensure that redeeming shareholders are not subjected to 
intensive sales efforts under the guise of providing them 
with information necessary to correct a mistaken redemp- 
tion. The 30 day limitation also is designed to curtail the 
possibility of such a sales effort. A further explanation of 
this restriction and some modification appear appropriate 
in light of comments received on the proposal of the Rule. 


The Rule contemplates that the reinvestment privilege will 
be applicable to purchases of shares in the same investment 
company or another investment company which offers a 
no-load exchange privilege to shareholders of the fund 
whose shares were redeemed. in numerous investment com- 
pany complexes, a small charge is assessed upon transfers 
from an investment company in the complex to another to 


cover the administrative expenses inherent in such exchanges. 


It appears appropriate to permit this charge where, in 
exercising his reinvestment privilege pursuant to Rule 22d-2, 
a shareholder elects to exercise his exchange privilege simul- 
taneously. For this reason, the Rule, as adopted, defines 
the term “no-load exchange privilege” so that such a pri- 
vilege may be subject to a nominal, specified administra- 
tive charge and other corditions uniformly applied to 
exchanges involving the investment companies in question. 


The Commission has considered the issue of whether re- 
demption and exercise of the Rule 22d-2 reinvestment 
privilege with respect to periodic payment or contractual 
plans for the purchase of investment company shares should 
apply to proceeds of the 45-day and 18-month refund 
rights under Section 27 of the Act. 4/ An inequity might 
be created if contractual plans were permitted to utilize 
Rule 22d-2 to permit no-load reinvestment for persons who 
had exercised their Section 27 rights. Since such persons 
would have received back all or a portion of their sales 
loads, to permit them to reinvest at no load would dis- 
criminate in their favor as compared with persons who had 
never redeemed at all; the former would have paid less sales 
load (perhaps none) for their investment than the latter. 
Conversely, if Rule 22d-2 were modified to provide for a 
reinstatement of such persons in a contractual plan with a 
repayment to the underwriters of sales charges previously 
refunded, an incentive would exist for a strong sales effort 
to persuade such persons to reinvest, which effort might, 

in effect, interfere with the free exercise of the redemption 
and Section 27 privileges. For these reasons, the Rule has 
been modified from the form in which it was originally 
proposed so that it will not be applicable to persons re- 
investing monies they received from a contractual plan 
after an exercise of their Section 27 privilege. In all other 
cases where an investor is permitted to reinvest pursuant to 
Rule 22d-2 in a contractual plan, however, he should certain- 
ly be afforded the same credit for purposes of determining 
future sales loads as would have been accorded him had he 
never redeemed. Any other result would tend to frustrate 
the purpose of the Rule to permit the correction of mis- 
taken redemption. 


Rule 22d-2 will permit a shareholder who has redeemed 
investment company shares to reinvest an amount not in 
excess of the proceeds of redemption in that company or in 
any other investment company which offers an exchange 
privilege at net asset value. The reinvestment privilege (a) 
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must be offered pursuant to a uniform offer described in 
the prospectus; (b) may be exercised only once by an 

investor with respect to any particular investment company; 
and (c) must be exercised within 30 days of the redemption. 


With regard to the one-time limitation on exercise of the 
Rule’s reinvestment privilege: 


(1) The Commission has deleted the provision in the Rule 
as proposed that a shareholder may not exercise his re- 
investment privilege as to one investment company if he 
has exercised the same privilege previously with respect to 
another investment company security purchased from the 
same principal underwriter. This requirement has been de- 
leted because of the inherent mechanical and administrative 
problems it may pose for the investment companies in- 
volved. However, investment companies may elect to 
apply this condition to their reinvestment privileges under 
the Rule, subject, of course, to complete prospectus dis- 
closure. 


(2) The provision that shareholders may exercise the re- 
investment privilege only once refers to reinvestments made 
at no-load pursuant to either Rule 22d-2 or an order of the 
Commission exempting the investment company in question 
from Section 22(d). It does not rule out exercise of the 
privilege by persons who have otherwise redeemed and re- 
invested paying the applicable sales load. Similarly, this 
Rule does not abrogate provisions of periodic payment or 
contractual plans for the purchase of investment company 
shares whereby an investor may withdraw up to 90% of his 
investment and then return it after 90 days if he has not 
exercised that privilege previously during the year. Rule 
22d-2 is intended to allow investors who have redeemed 

by mistake to rectify their mistakes without additional cost, 
while the contractual plan provisions just discussed are 
intended to permit investors to make withdrawals for 
emergency purposes from plan accounts which they have 
accumulated on a regular basis over some period of time and 
to reinvest up to the amount withdrawn without incurring 
further sales charges. That being the case, it is not necessary 
to conform Rule 22d-2 to such contractual plan provisions 
by requiring an investor who had redeemed by mistake to 
wait 90 days before he could correct his mistake, or re- 
quiring an investor in a contractual plan who had an 
immediate need for funds to reinvest such funds within 30 
days of their withdrawal. 


As adopted, Rule 22d-2 under the Investment Company Act 
of 1940 reads as follows: 


SALES OF REDEEMABLE SECURITIES WITH- 
OUT A SALES LOAD FOLLOWING REDEMPTION 


"(a) Aregistered investment company which is the issuer of 
redeemable securities, a principal underwriter of such securi- 
ties, or a dealer therein shall be exempted from the pro- 
visions of Section 22(d) to the extent necessary to permit 
the sale of such securities by such persons at prices which 
reflect the elimination of the sales load pursuant to a uni- 
form offer described in the prospectus to any person who 
has redeemed shares in such company and, with the proceeds 
of that redemption, purchases shares of such company, or of 
another investment company which offers shareholders 

in such company a no-load exchange privilege: Provided, 
however, (i) that such sale does not exceed the amount of 
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the redemption proceeds (or the nearest full share if frac- 
tional shares are not purchased); (ii) that no such sale may 
be made to any shareholder who has exercised the re- 
investment privilege previously with respect to any re- 
deemable security issued by such company; (iii) that such 
redemption did not involve a refund of sales charges pur- 
suant to Sections 27(d) or 27(f) of the Act; (iv) that such 
sale is effected within 30 days after such redemption, or 
within such lesser time as is described in the prospectus; and 
(v) that sales personnel and dealers receive no compensation 
of any kind based on the reinvestment. 


(b) “No-load exchange privilege” as used in this rule shall 
mean a privilege whereby a shareholder of a registered 
investment company is permitted to redeem shares of such 
company and to use the proceeds of such redemption to 
purchase shares of another registered investment company 
without payment of a sales load; such an exchange privilege 
may be subject to a nominal, specified administrative charge 
and other conditions uniformly applied to exchanges in- 
volving such investment companies.” 


Rule 22d-2 is adopted pursuant to the authority granted 
the Commission by Sections 6(c), 38(a), and 22(d) of the 
Act, effective March 29, 1974. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Investment Company Act Release No. 2798, December 
2, 1958. Paragraph (h) of Rule 22d-1 was subsequently 
amended. (Act Release No. 6347, February 8, 1971). 


2/ In the Matter of the Application of United Funds, Inc., 
et al., (Act Release No. 7189, May 25, 1972): /n the Matter 
of Dreyfus Corp, et al., (Act Release No. 7279, July 18, 
1972). 


3/ The Rule as adopted makes it clear in subsection (iii) 
that an investment company may elect to have a cutoff 
point for no-load reinvestment of less than 30 days. 


4/ Section 27 of the Act was amended as part of the 
Investment Company Act Amendments Act of 1970 so that 
a planholder who starts a periodic payment plan on or 

after June 14, 1971 has certain rights including (a) a 45 day 
right of withd:awal and refund and (b) either (i) a direct 
limit on the amounts which may be deducted for sales 
charges from payment during the early years of the plan 

or (ii) an indirect limit on such charges in the form of a 
right to receive a refund of a portion of the sales charges 
during the first 18 months of the plan. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8236/February 20, 1974 


APPLICATION UNDER THE INVESTMENT COMPANY 
ACT OF 1940 - PROCEDURE UPON ISSUANCE OF A 
NOTICE PURSUANT TO RULE o-5. 


Ithas come to the attention of the Commission’s Division 


of Investment Management Regulation in connection with 
applications filed for orders pursuant to the Investment 
Company Act of 1940 ("Act"), that applicants may in- 
correctly assume that the issuance of a public notice of the 
application indicates that an order granting it will issue as 
of course immediately following expiration of the notice 
period. The Commission is issuing this release to inform 
affected persons of the procedure involved. 


As provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of an appli- 
cation will be issued as of course following the expiration of 
the prescribed notice period, unless the Commission there- 
after orders a hearing on the matter. The Commission will 
order such a hearing, if it appears that it is necessary or 
appropriate in the public interest or for the protection of 
investors, upon the request of any interested person or upon 
the Commission’s own motion. 1/ Applicants shou!d be 
aware that even if an application appears not to be contro- 
versial, some delay may be encountered, particularly if a 
person who is, or asserts that he is, an interested person 

files a request for a hearing after issuance of the notice of 
such apptication. In such event, a reasonable period of time 
may be required before the Commission can determine 
whether or not a hearing is necessary or appropriate. 


In view of the foregoing, the best course for applicants to 
follow under these circumstances is to file any necessary 
application as far in advance as possible and to avoid taking 
actions prior to receipt of an order granting the appli- 
cation which will create problems if the requested order is 
either delayed or ultimately denied. For example, the 
sponsor of an applicant unit investment trust which re- 
quires an order under the Act prior to making its offering 
should not assemble its portfolio of securities prior to the 
receipt of the order unless the sponsor is willing to bear the 
risk of a capital loss if the order is delayed and the securities 
decline in value. 


George A. Fitzsimmons 
Secretary 


1/ See Investment Company Act of 1940 Release No. 
7926, August 7, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8237/February 19, 1974 


In the Matter of 


CGNTINENTAL ASSURANCE COMPANY 

CONTINENTAL ASSURANCE ANNUITY PLAN 
ACCOUNT 

THE ANNUITY FUND 

310 South Michigan Avenue 

Chicago, Illinois 60604 

(812-3046) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS OF 
SECTIONS 22(d), 26(a) AND 27(c) (2) OF THE ACT 









Continental Assurance Company (“Company”), an Illinois 
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stock life insurance company, Continental Assurance An- 
nuity Plan Account ("Account”), a unit investment trust 
registered under the Investment Company Act of 1940 
(“Act”), and The Annuity Fund (“Fund”), a diversified 
open-end management company registered under the Act 
(collectively “Applicants”), have filed an application for an 
order of the Commission exempting Applicants from the 
provisions of Sections 22(d), 26(a) and 27(c) (2) of the 
Act. 


On January 17, 1974, a notice (investment Company Act 
Release No. 8188) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ordered. 
No such request has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the representations contained in the application, 
that the granting of the requested exemptions is necessary 
or appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


IT 1S ORDERED pursuant to Section 6(c) of the Act that 
Applicants be, and are hereby, exempted from the pro- 
visions of Section 22 of the Act to the extent necessary to 
permit: 


1. Reduced sales charges on the first $15,000 of purchase 
payment when a variable annuity is purchased pursuant to 
various settlement options set forth in the application; 


2. Transfer from fixed to variable annuity contracts with 
no sales charges but with a $10 transfer charge; and 


3. Sales charges on certain variable annuity contracts to be 
based upon the aggregate amount of payments made for 
both fixed and variable annuity contracts. 


IT IS FURTHER ORDERED that Applicants be, and are 
hereby, exempted from the provisions of Sections 26(a) and 
27(c) (2) of the Act upon the following conditions to which 
the Applicants have consented: 


1. That any charges under the variable annuity contracts 
for administrative services shall not exceed such reasonable 
amounts as the Commission shall prescribe, and the Com- 
mission shall reserve jurisdiction for such purpose; and 


2. That the payment of sums and charges out of the assets 
of the separate accounts shall not be deemed to be ex- 
empted from regulation by the Commission by reason of 
this order, provided that the Applicants’ consent to this 
condition shall not be deemed to be a concession to the 
Commission of authority to regulate the payment of sums 
and charges out of such assets, other than charges for admin- 
istrative services, and Applicants reserve the right in any 
proceeding before the Commission, or in any suit or action 
in any court, to assert that the Commission has no authority 
to regulate the payment of such other sums and charges. 





For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8238/February 19, 1974 


In the Matter of 


OVERLAND INCOME SECURITIES, INC. 
530 Commercial Street 

San Francisco, California 94111 
(811-2374) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Overland Income Securi- 
ties, Inc. ("Applicant”), a California corporation registered 
as a closed-end, diversified management investment com- 
pany under the Investment Company Act of 1940 ("Act"), 
has filed an application pursuant to Section 8(f) of the 

Act for an order of the Commission declaring that Appli- 
cant has ceased to be an investment company as defined in 
the Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations set forth therein, which are summarized below. 


Applicant registered under the Act on April 5, 1973, by 
filing a Form N-8A Notification of Registration. On that 
same date, Applicant filed a Form N-8B-1 Registration 
Statement under the Act together with a Form S-4 Regis- 
tration Statement under the Securities Act of 1933. 





Applicant originally proposed to make an initial public 
offering and sale of its securities through an underwriting 
group composed of several broker-dealers (the ” Representa- 
tives”) registered under the Securities Exchange Act of 
1934. On May 17 and 18, 1973, the Representatives pur- 
chased from Applicant for their own accounts in a private 
placement 4,348 shares of Applicants stock. These are the 
only shares which have been sold and issued by Applicant, 
and the Representatives were Applicants only shareholders. 
In late May 1973, the Representatives informed Applicant 
that due to adverse market conditions, they would be un- 
able to underwrite the proposed sale of Applicants stock. 


On December 6, 1973, all the Representatives, as shareholders 
of Applicant, signed a written election and consent to wind 
up the affairs of and to dissolve Applicant. On December 
28, 1973, Applicant filed a Certificate of Election to Wind 
Up and Dissolve with the Secretary of State of the State of 
California under the laws of the State of California. As of 
December 31, 1973, all of Applicant's assets had been 
converted to cash and distributed pro rata to Applicant's 
shareholders pursuant to the plan of dissolution, and, as of 
that same date, all of Applicant's shareholders had tendered 
all outstanding shares of Applicant’s common stock to Appli- 
cant upon receipt of liquidation payments. 


Applicant presently has no assets, no liabilities and no share 
holders. No public offering of Applicant’s securities is being 
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made presently and no such offering is presently proposed 
for the future. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 


company, it shall so declare by order, and upon the effective- 


ness of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 18, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. Acopy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application herein will be issued as of course 
following March 18, 1974, unless the Commission there- 
after orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8239/February 19, 1974 


In the Matter of 


THE FRANKLIN CORPORATION 
One Rockefeller Plaza 

New York, New York 10020 
(812-3495) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT AND PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 THERE- 
UNDER 


NOTICE IS HEREBY GIVEN that The Franklin Corpora- 
tion (“TFC”), a small business investment company 

licensed under the Small Business Investment Act of 1958 
(the "SBIA”) and registered under the Investment Company 
Act of 1940 (the “Act”) as a non-diversified, closed-end 
management investment company, has filed an application 
for an order of the Commission pursuant to Section 17(b) 





of the Act exempting certain transactions described below 
from the provisions of Section 17(a) of the Act and for a 
further order pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder permitting certain described trans- 
actions. Ali interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


TFC owns 180,468 shares of Colorguard Corporation 
("“Colorguard”), a small business concern engaged in the 
business of manufacturing and selling chain link fences and 
fishing and marine products. These securities represent 
approximately 65% of the outstanding shares of Colorguard. 
In addition, as of July 31, 1973, Colorguard owed TFC 
$243,000 on a long-term 6.65% note payable January 1, 
1974, and $84,000 on a 7.5% demand note. These loans 
are secured by a first lien on the assets of Colorguard. 


TFC has determined, for economic reasons and because it 
holds a higher proportion ot Colorguard stock than is 
permitted by Reg. Sec. 107.901 of the SBIC, to sell its 
Colorguard shares. Consequently, it has entered into an 
agreement with Victoria Holding Corporation (“Victoria”), 
a company wholly-owned by Edmund Rose (” Rose”), 
which has as its only asset the outstanding shares of Color- 
guard not owned by TFC. Pursuant to this agreement 
Victoria will purchase TFC’s Colorguard stock for a price 
of $721,872, or $4 per share. Of the purchase price, 
$400,000 will be paid in cash and the remainder will be 
evidenced by Victoria’s 812% note for $321,872, which will 
be secured by a pledge of 80,468 shares of Colorguard and 
a second lien on the assets of Colorguard. Colorguard will 
pay off its entire long-term indebtedness to TFC and will 
repay $25,000 on the demand note. Payment of the 
remaining $59,000 on the demand note will be guaranteed 
by Victoria and will be secured by the same pledged 
securities and lien given with respect to Victoria’s note to 
TEC. 


These transactions will be financed with aloan of $700,000 
from Franklin National Bank (the “Bank”) to Colorguard. 
The loan will be represented by a note bearing interest at 
Franklin’s prime 90-day rate prevailing from time to time, 
plus 1%%. The loan will be secured by a first lien on the 
assets of Colorguard and by a pledge of all of Victoria’s 
shares of Colorguard including shares initially pledged to 
TFC but released from time to time as Victoria pays off 
its note to TFC. Victoria and Rose will also guarantee the 
loan. Of the proceeds of the loan, $400,000 will be 
loaned by Colorguard to Victoria to enable Victoria to 
purchase Colorguard shares from TFC as described above, 
$268,000 will be used by Colorguard to pay off most of 
its indebtedness to TFC as described above, and the 
remainder will be used by Colorguard for corporate pur- 
poses. 


Section 17(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a 
person, to sell any security or other property to, to pur- 
chase any security or other property from, or to borrow 
any money or other property from, such registered invest- 
ment company or any company controlled by such invest- 
ment company. Section 17(b) provides that the Com- 
mission, upon application, may exempt a transaction from 
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the provisions of Section 17(a) if it finds that the terms of 
the proposed transaction, including the consideration to be 
paid or received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned and that 
the proposed transaction is consistent with the policy of 
each investment company concerned and with the general 
purposes of the Act. 


Section 2(a) (3) of the Act defines an affiliated person of 
another person to include any person who owns more than 
5% of the outstanding voting securities of such person or 
any person more than 5% of whose outstanding securities 
are owned by such person. Under this definition, Color- 
guard and TFC are affiliated persons of each other and 
Victoria is an affiliated person of an affiliated person of 
TFC. Victoria is, therefore, in the absence of an exemp- 
tion, prohibited from (1) purchasing the Colorguard securi- 
ties from TFC, (2) borrowing money from TFC, and (3) 
selling its note in the amount of $321,872 to TFC. 


At the time the transactions described above were negotia- 
ted, the Bank owned 29% of the shares of T=C. The Bank 
has since sold its shares of TFC to Herman £. Goodman 
(“Goodman”), the president of TFC. This sale was approved 
by the SBA and was, allegedly, negotiated separately from 
and subsequent to the negotiations concerning the refinanc- 
ing of Colorguard. Nevertheless, at the time the refinancing 
of Colorguard was agreed to, the Bank was an affiliated 
person of TFC and, thus, may be deemed an affiliated per- 
son of TFC for purposes of the application. Since Section 
2(2) (9) of the Act provides that any person who owns 
more than 25% of the outstanding shares of another person 
is presumed to conirol such person, TFC, by virtue of its 
ownership of 65% of the shares of Coiorguard, is presumed 
to control Colorguard. Therefore, the Bank, as an af- 
filiated person of TFC, may be deemed to be prohibited 

by Section 17(a) of the Act fromm purchasing from Color- 
guard the note evidencing Colorguard’s borrowing of 
$700,000 from the Bank. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together, provide among other things, that it shall be unlaw- 
ful for any affiliated person of a registered investment 
company or any affiliated person of such a person, acting 
as principal, to effect any transaction in which such 
registered company, or a company controlled by such 
registered company, is a participant unless an application 
regarding such arrangement has been granted by an order of 
the Commission, and that, in passing upon such an appli- 
cation, the Commission will consider whether the partici- 
pation of such registered or controlled company in such 
arrangement is consistent with the provisions, policies and 
purposes of the Act and the extent to which such parti- 
cipation is on a basis different from or less advantageotis 
than that of other participants. A joint enterprise or 
arrangement, as used in Rule 17d-1 is defined as a written 
or oral plan, contract, authorization or arrangement, or 

any practice or understanding concerning an enterprise or 
undertaking whereby a registered investment company or 

a controlled company thereof and any affiliated person of 
such registered company or any affiliated person of such 
person have a joint or a joint and several participation, or 
share in the profits of such enterprise or undertaking. 

Since the Bank and Victoria are involved together with TFC 
in the plan for refinancing Colorguard, the plan may be 
deemed to constitute a joint enterprise or arrangement 
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which is prohibited by Section 17(d) of the Act and Rule 
17d-1 thereunder in the absence of an order of the Com- 
mission. Consequently, an order permitting the transactions 
incident to the plan is requested. 


TFC contends that the proposed transactions are reasonable 
and fair and do not involve overreaching. In support of this 
contention, TFC represents that the terms of the sale of 
Colorguard stock to Victoria were negotiated at arms-length 
by independent parties having interests adverse to each 
other. TFC states that the purchase price for the Color- 
guard stock is consistent with the values TFC placed upon 
the stock in the past by valuing the stock at 10 times 
earnings for the preceding three years and that this valuation, 
in the light of Colorguard’s business, is reasonable. TFC 
states that it will realize a gain on the sale of $667,454, 
before taxes. TFC also states that Victoria is a purchaser 
willing to pay a high price to retain control, and that in 

the absence of such a purchaser TFC might have difficulty 
in disposing cf its Colorguard stock without incurring costs 
of registration or loss in value resulting from a private place- 
ment. TFC also represents that the terms of the proposed 
loans by the Bank to Colorguard were arrived at in arms- 
length negctiation without any overreaching, and that all the 
proposed transactions are consistent with TFC’s policies 
and the purposes of the Act. Furthermore, TFC asserts that, 
to the extent it is involved in a joint transaction with af- 
filiated persons, it is not participating on a disadvantageous 
basis. 


NOTICE IS FURTHER GIVEN that any interested person 
may, no later than March 18, 1974, at 5:30 p.m., submit to 
the Commission in writing a request fer a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. Acopy of such request shal! be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon TFC 
at the address stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation herein will be issued as of course following March 
18, 1974, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 






For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8240/February 20, 1974 
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NEW ENGLAND MUTUAL LIFE 









In the Matter of 





INSURANCE COMPANY 


NEW ENGLAND LIFE VARIABLE 
ANNUITY FUND I 


NEW ENGLAND LIFE VARIABLE ‘ 
ANNUITY FUND II 


and 


NEL EQUITY SERVICES CORPORATION 
501 Boylston Street 

Boston, Massachusetts 02117 

(812-3583) 


ORDER PURSUANT TO SECTION 6(c) EXEMPTING 
TRANSACTIONS FROM PROVISIONS OF SECTION 22 
(d) OF THE ACT 


New England Mutual Life Insurance Company ("Insurance 
Company”), New England Life Variable Annuity Fund | 
("Fund |”), New England Life Variable Annuity Fund II 
("Fund !1”), and NEL Equity Services Corporation (herein- 
after collectiveiy called “Applicants”) have filed an appli- 
cation pursuant to Section 6(c) of the Investment Com- 
pany Act of 1940 ("Act”) for an order exempting Appli- 
cants from Section 22(d) of the Act to permit the purchase 
of variable annuity contracts with amounts transferred 
from fixed-dollar annuity contracts sold by Insurance Com- 
pany without the imposition of any sales or administrative 
charges. Fund | and Fund II are open-end diversified 
management companies registered under the Act. 


The Commission on January 21, 1974, issued a notice of 
filing of said application (Investment Company Act Re- 
lease No. 8190). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the basis 
of the information stated therein unless a hearing should 
be ordered. No such request has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that the 
requested exemption from Section 22(d) is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


ITS ORDERED, pursuant to Section 6(c) of the Act that 
said application be, and hereby is, granted, effective forth- 
with. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8241/February 22, 1974 


In the Matter of 


AVIATION GROWTH INVESTMENTS, INC. 
8645 Colesville Road 

Silver Spring, Maryland 20910 

(811-992) 


ORDER TERMINATING REGISTRATION PURSUANT TO 
SECTION 8(f) OF THE ACT 


On January 18, 1974, a notice was issued (Investment Com- 
pany Act Release No. 8187) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order upon its own 
motion that Aviation Growth Investments, Inc. (“Aviation”) 
has ceased to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order terrainating registration 
might be issued unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Aviation 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Aviation Growth Investments, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 194C 
Release No. 8242/February 21, 1974 


In the Matter of 


THE CORPORATE BOND TRUST, SERIES | 
(AND SUBSEQUENT SERIES) 

c/o Paine, Webber, Jackson and 
Curtis Incorporated 

140 Brozdway 

New York, New York 10005 

(812-3545) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 14(a) OF 
THE ACT AND RULES 19b-1 AND 22c-1 THEREUNDER 
AND PURSUANT TO SECTION 45(a) OF THE ACT 


The Corporate Bond Trust, Series | ("Series 1”), registered 
under the Investment Company Act of 1940 ("Act”) as a 
unit investment trust, and its sponsor, Paine, Webber, Jack- 
son and Curtis Incorporated (“Sponsor”) (collectively “Appli- 
cants”), have filed an application for an order pursuant to 
Section 6(c) of the Act, (1) exempting Series | and any 
subsequent series from the minimum capital provisions of 
Section 14(a) of the Act, (2) exempting the frequency of 
capital gains distributions by a series from Rule 19b-1 under 
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the Act, and (3) exempting the secondary market operations 
of the Sponsor in the units of a series from Rule 22c-1 

under the Act, and for an order pursuant to Section 45(a) 
of the Act granting confidential treatment to profit and loss 
statements of the Sponsor filed with the Commission from 
time to time in connection with registration statements of 

a series. 


On January 18, 1974, the Commission issued a notice of a 
filing of said application (Investment Company Act Release 
No. 8189) giving interested persons an opportunity to re- 
quest a hearing and stating that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The application has been considered and it is found that the 
granting of the requested exemptions is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act, and it is also found that 
the inclusion, and, hence, the public disclosure, of the pro- 
fit and loss statements of the Sponsor in a prospectus of a 
series filed in connection with any registration statement of 
a series filed pursuant to the Act or the Securities Act of 
1933 is neither necessary nor appropriate in the public 
interest or for the protection of investors. 


IT 1S ORDERED pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 14(a) of the Act and Rules 19b-1 and 22c-1 under the 
Act to the extent requested be, and hereby is, granted, 
effective forthwith. 


IT iS FURTHER ORDERED, pursuant to Section 45(a) of 
the Act, that confidential treatment be granted to the 
profit and loss statements of the Sponsor filed with the 
Commission from time to time in connection with regis- 
tration statements of a series. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8243/February 22, 1974 


In the Matter of 


UNITED CONTINENTAL GROWTH INVESTMENT 
PROGRAMS 

UNITED VANGUARD INVESTMENT PROGRAMS 

UNITED INCOME INVESTMENT PROGRAMS 


and 


WADDELL & REED, INC. 

One Crown Center, P.O. Box 1343 
Kansas City, Missouri 64141 
(812-3554) 
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ORDER PURSUANT TO SECTION 11(c) OF THE ACT 
PERMITTING AN OFFER OF EXCHANGE AND PUR. 
SUANT TO SECTION 6(c) EXEMPTING SUCH AN 
OFFER FROM THE PROVISIONS OF SECTION 22(d) 
OF THE ACT 


United Continental Growth Investment Programs (“Growth 
Programs”), United Vanguard Investment Programs ("Van- 
guard Programs”) and United Income Investment Programs 
("Income Programs”) (collectively referred to as “the Pro- 
grams”), each of which is registered as a unit investment 
trust under the Investment Company Act of 1940 (the 
“Act”), and Waddell & Reed, Inc., a Massachusetts cor- 
poration which is the sponsor and depositor of each of the 
Programs (collectively referred to with Programs as “Appli- 
cants”) have filed an application pursuant to Section 11(c) 
of the Act for an order of the Commission permitting 
certain exchanges between plans issued by Income Pro- 
grams and plans issued by the other Programs and pursuant 
to Section 6(c) of the Act for an exemption from the pro- 
visions of Section 22(d) of the Act in connection with such 
exchanges. 


On January 22, 1974, a notice (Investment Company Act 
Release No. 8195) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 


formation stated therein unless a hearing should be ordered. 


No request for a hearing has been filed and.the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested order and exemption is appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 11(c) of the Act, 
that the proposed offer of exchange is approved and that 
the application for exemption from Section 22(d) of the 
Act pursuant to Section 6(c), be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8244/February 22, 1974 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 402/February 22, 1974 


EXTENSION OF PERIOD FOR COMMENT IN RE- 

SPONSE TO INVESTMENT COMPANY ACT RELEASE 
NO. 8216 (JANUARY 31, 1974), AND REVISED SCHE- 
DULE OF HEARINGS ON PROPOSED AMENDMENTS 
TO RULE 3c-4 UNDER THE INVESTMENT COMPANY 
ACT OF 1940 AND RULE 202-1 UNDER THE INVEST- 
MENT ADVISERS ACT OF 1940 AND ON THE MODEL 
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BY THE NATIONAL ASSOCIATION OF INSURANCE 


¥ COMMISSIONERS. (FILE NO. 4-149) 


On January 31, 1974, the Commission announced (Invest- 
ment Company Act Release No. 8216) that it would hold 
a public hearing to commence March 4, 1974 in order to 
receive further oral and written comments on proposed 
amendments to Rule 3c-4 under the Investment Company“ 
Act and to Rule 202-1 under the Investment Advisers Act 
1/ (hereinafter collectively referred to as “Rules”), and to 
receive comments on the Model Variable Life Insurance 
Regulation (“Model Regulation”) adopted by the National 
Association of Insurance Commissioners so that, in the 
event the amendments are adopted, the Commission may 
determine whether the Model Regulation provides investor 
protections substantially equivalent to those relevant pro- 
tections provided by the Investment Company and Advisers 
Acts. 


The National Association of Insurance Commissioners and 
the American Life Insurance Association (“ALIA”) have 
requested an extension of time for submission of comments 
and a delay in the commencement of public hearings with 
respect to the proposed Rules amendments and the Model 
Regulation. A group of mutual fund management com- 
panies also expected to participate has joined in the ALIA 
request. 


Because of the importance of receiving the comments and 
views of these and other participants the Commission has 
determined (1) to extend to March 11, 1974 the period 
for submitting written comments and written texts of oral 
statements; (2) to extend to March 20, 1974 the time for 
submission of questions which may be asked by the staff; 
and (3) to set March 25, 1974 at 10:00 a.m. EDT for 
commencement of the public hearings. Such hearings will 
be held at the Headquarters Office of the Commission, 
500 North Capitol Street, N. W. Washington, D. C. 20549. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


L/ The amendments were originally proposed on Sep- 
tember 20, 1973 (Investment Company Act Release No. 
8000). 





VARIABLE LIFE INSURANCE REGULATION ADOPTED 





INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT 
Release No. 402/February 22, 1974 


See Investment Company Act Release No. 8244/February 
22, 1974. 



















LITIGATION 





Litigation Release No. 6247/February 15, 1974 
JAMA PRODUCTIONS, INC., et al. (S.D.N.Y.) 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission an- 
nounced that on January 31, 1974, the Honorable Robert 
L. Carter, United States District Judge for the Southern 
District of New York entered an Order, by default, against 
Jama Productions, Inc. and Jackie Mason, president of 
Jama Productions, Inc. permanently enjoining Jama and 
Mason from violations of the prospectus requirements of 
Section 5(b) (2) of the Securities Act of 1933, in that a 
prospectus was filed with the Securities and Exchange Com- 
mission which did not meet the requirements of Section 10 
(a) of the Securities Act of 1933, and further permanently 
enjoining them from the anti-fraud provisions of the federal 
securities laws. 


The order further provided that Jama Productions, Inc. 

and Jackie Mason offer rescission to those purchasers of 
Jama common stock who purchased said stock during the 
first ninety (90) days after the effective date (December 24, 
1970) of the offering of such securities. The Order re- 
quires Jama and Mason to file with the Court, by Feb- 
ruary 28, 1974, a plan of rescission as agreed upon by the 
Commission. The Commission’s complaint which was 

filed on April 13, 1972 alleged that Jama, Mason and an- 
other violated the prospectus requirements and anti-fraud 
provisions of the securities iaws in connection with the 
offer and sale of Jama Productions, Inc. common stock. It 
further requested that the Court grant an Order of rescission. 


For further information see Litigation Releases Nos. 5379 
and 6106. 





Litigation Release No. 6248/February 15, 1974 


SEC v. J. WILLIAM OLDENBURG et al. 
(W.D. Wash. Civil File No. C74-71S) 


Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission today 
announced that on February 8, 1974, the Honorable 
Walter T. McGovern, United States District Judge for the 
Western District of Washington, Seattle, entered an order 
against J. William Oldenburg and Morton K. Whittaker, 
both of Seattle, permanently enjoining them from further 
violations of the registration and anti-fraud provisions of 
the Securities Act of 1933, the Securities Exchange Act of 
1934, and Commission rules thereunder. The defendants, 
without admitting or denying the allegations of the com- 
plaint consented to entry of the order. 


The Commission’s complaint, which was filed on February 
8, alleged that defendants violated sections 5(a), 5(c) and 
17(a) of the Securities Act of 1933 and section 10(b) of 
the Securities Exchange Act of 1934 and Rule 10b-5 there- 
under in connection with the offer and sale of limited 
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partnership interests in W-O Associates (a Washington 
limited partnership). The complaint also alleged that 
defendants failed to disclose material facts and made mis- 
leading statements in connection with the construction of 
an apartment complex in Redmond, Washington known as 
Sixty-01, to be financed in part by proceeds from the 
offering. 





Litigation Release No. 6249/February 15, 1974 


SEC v. MATRE, INC., et al. (D. Colo Civil Action No 
C-5346) 


Donald J. Stocking, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced that the Honorable Fred M. Winner, United 
States District Judge in the District of Colorado, entered 
orders of permanent injunction by consent against Matre 
inc., Joseph T. Cocomise of Divide, Colorado, and Suzann 
B. O’Connell of Yosemite, California, permanently enjoi: 
ing them from further violations of the registration and 
anti-fraud provisions of the Securities Act of 1933 and the 
anti-fraud provisions of the Securities Exchange Act of 
1934, and Rule 10b-5 thereunder, in connection with the 
offer and sale of the common stock of Matre, Inc., or any 
other security. 


The defendants consented to the entry of the above order 


Ff permanent injunction without admitting or der 
allegations of the Commission’s complaint. Th 
pending as to the defendants, Dino Cyrus Grandis, Pi 


Pavlov, and Marjorie Lynn Treas¢ 


For further information see Litigation Release No. 606 





Litigation Release No. 6250/February 15, 1974 


SEC v. DYNAMIC INDUSTRIES, INC., et al. 
(N.D. Ga. Civil Action No. 7451) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, today 
announced that on February 13, 1974 Federal District 
Judge Richard C. Freeman at Atlanta, Georgia, entered 
orders of permanent injunction by consent against 
Dynamic Industries, Inc., a Georgia corporation, Ralph 

J. Coolidge, Jr. and Norman R. Westerdale, both of Kenne 
saw, Georgia, Edgar L. Thomas, Jr. and Kenneth E. Frank- 
lin, both of Marietta, Georgia, and K. Robert Crowe of 
Smyrna, Georgia. 


The defendants are enjoined from further violations of the 


registration requirements of the Securities Act of 1933 and 
the anti-fraud provisions of the Securities Act and the Securi 


ties Exchange Act of 1934 in the offer and sale of the 
common stock of Dynamic Industries, Inc. or any other 
securities. 


For further information see Litigation Release No. 6205. 
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Litigation Release No. 6251/February 19, 1974 








SEC v. NEW LIFE TRUST, INC., etal. (S.D. 1A. Civil 
Action No. 73-145-1) 














John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced that on the Commission’s complaint, The 
Honorable William C. Stuart, United States District Judge 
for the Southern District of lowa, Central Division, at 
Des Moines, on February 13, 1974, entered final judgment 
of permanent injunction against Rufus G. Helm and New 
Life Trust, Inc., two of the defendants, enjoining each 
from further violations of the registration and anti-fraud 
provisions of the Securities Act of 1933 and certain of the 
anti-fraud provisions of the Securities Exchange Act of 
1934. The defendants, Rufus G. Helm and New Lif 





Trust, Inc., were adjudged default by an order « 

by Judge Stuart January 29, 1974 

For more nformation see Lit jat on Releases Nc 6020 
odinin ae 

6093 6190 


Litigation Release No. 6252/February 21, 1974 


SEC v. JACK ALDRIDGE, JAMES J. PERRAULT 
D J 


SAMUEL P. GOOD, JR. (S.D. In) 








Of 5 ( 
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District C irt at llanap 

lefendant Jack / ridae t 

of four counts of securities fraud, the sentences t 
secutively. However, the four year sentence is to rur 


currently with the first four years of a six year sentence 
that Mr. Aldridge is presently serving in connection with 
another matter. Mr. Aldridge was also sentenced to five 
years probation, the probationary period to commence 
following the termination of Aldridge’s six year prison 
sentence. Aldridge’s conviction was in connection wit! 


the offer ai ale of the securities of American Nationa 
Trust of Indianapolis, Indiana. 

For further details see Litigation Rele ase Nos 4291 4833 
5075 a 6008 


= 
> 
co 
~~ 
> 


Litigation Release No. 6253/February 21, 
GLEN - ARDEN COMMODITIES, INC., et al. (E.D. 
N.Y.) 


William D. Mo 
Offic announced tnat 
United States District ¢ 
of New York, after an evidentiary hearing, issued an order 
of preliminary injunction against Glen-Arden Commodite 
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TRUST 


INDENTURE ACT 


TRUST INDENTURE ACT OF 1939 


Release No. 356/February 20, 1974 
l Se ind Exchange Commission ha ed ¢ 
t tere ted persons until March ye 1974 t 
T hearing on an application by First Mortgags 
( Trust”), a Massachusetts Trust, pursuant to 
ct 10(t 1 ) of the Trust Indenture Act of 1939 
cl } that the trusteeship of Chemical Bank of Ne 





Trust is not so likely to 
ve a material conflict of interest as to make it neces 
sary to disqualify Chemical Bank of New York from 


is trustee. 


York under two indentures of the 


acting 
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